Execution Version

CONTRACT ADMINISTRATION MEMORANDUM NO. 2
REGARDING

CONCESSION AGREEMENT

SERVICE CONTRACT FOR THE DESIGN, CONSTRUCTION AND FINANCING OF
UPGRADES AND FOR THE OPERATION OF THE RIALTO UTILITY AUTHORITY
WASTEWATER FACILITY AND WATER FACILITY

This Contract Administration Memorandum No. 2 regarding the Concession Agreement:
Service Contract for the Design, Construction and Financing of Upgrades and for the Operation
of the Rialto Utility Authority Wastewater Facility and Water Facility (this “Memorandum”) is
entered into and effective as of November 29, 2012 by and between:

(a) Rialto Water Services, LLC, a Delaware limited liabilty company (the
“Concessionaire™);

(b) the Rialto Utility Authority, a California joint powers authority (the “Authority”);
and

(c) the City of Rialto, a municipal corporation of the State of California (the “City”
and, together with the Concessionaire and the Authority, the “Parties”).

BACKGROUND:

A. The Concessionaire, as successor in interest to Rialto Water Services, LP, a
Delaware limited partnership, the Authority and the City are parties to that certain
Concessionaire Agreement: Service Contract for the Design, Construction and Financing of
Upgrades and for the Operation of the Rialto Utility Authority Wastewater Facility and Water
Facility, entered into and effective as of March 27, 2012 (the “Agreement”). Capitalized terms
used but not defined herein shall have the respective meanings set forth in the Agreement.
Unless otherwise indicated, all section references are to the Sections of the Agreement.

B. Pursuant to Section 25.6 of the Agreement, the Concessionaire, the Authority
and the City entered into Contract Administration Memorandum No. 1 entered into and effective
as of September 14, 2012 (“CAM No. 1") pursuant to the Agreement to address certain matters
of interpretation and application arising during the course of the performance of their obligations
under the Agreement, including matters to clarify the meaning, interpretation or application of
the Agreement as a result of certain changes described in CAM No. 1.

C. The Concessionaire, the Authority and the City have determined that the
meaning, interpretation or application of certain other provisions of the Agreement shall be
documented in this subsequent Memorandum.

D. Pursuant to Section 25.6 of the Agreement, the Concessionaire, the Authority
and the City have agreed to execute this Memorandum to evidence the resolution reached by
such parties as to matters of interpretation and application with respect to the Agreement and
the form documents attached as schedules to the Agreement (each a “Schedule” and together
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the “Schedules”), none of which constitute a change, alteration, revision or modification of the
terms and conditions of the Agreement of the type that is required to be made through a written
amendment.

NOW, THEREFORE, the following reflects the resolution reached by the
Concessionaire, the Authority and the City:

1. Definitions.

a. The Parties agree that the definition of “Annual Average Wastewater Chemical
Costs” shall be interpreted to mean (a) the sum of the amount described in
clause (i) of the definition thereof, and the amount described in clause (ii) of the
definition thereof: divided by (b) the number of units (e.g., gallons, pounds, etc.)
in the Actual Wastewater Chemical Consumption for the subject Contract Year.

b. The Parties agree that the definition of “Annual Average Water Chemical Costs”
shall be interpreted to mean (a) the sum of the amount described in clause (i) of
the definition thereof, and the amount described in clause (ii) of the definition
thereof; divided by (b) the number of units (e.g., gallons, pounds, etc.) in the
Actual Water Chemical Consumption for the subject Contract Year.

c. The Parties agree that the intent of the phrase “or similar agreement” in the
definition of “Bond Documents” is to include note purchase agreements.

d. The Parties agree that the intent of the definition of “Bond Trustee” is to
incorporate collateral agents or other similar agents serving under Bond
Documents.

e. The Parties agree that the reference to “14 C.F.R. Sections 15000 et seq.” in the
definition of “CEQA” shall be interpreted to mean “14 C.C.R. Sections 15000 et

n

seq.

f. The Parties agree that, as reflected in Section 29.10 of the Concession
Agreement, the intent of the definition of “Concessionaire” is to include Rialto
Water Services, LP’s successors or permitted assigns, including Rialto Water
Services, LLC as a permitted assign pursuant to Section 26.2 of the Concession
Agreement and CAM No. 1, and, upon their exercise of remedies permitted
under the Direct Agreement or the other Financing Documents, the Secured
Parties.

g. The Parties agree that the intent of the phrase “or other financing agreement or
arrangement” in the definition of “Financing Document” is to include note
purchase agreements and the Direct Agreement.

h. The Parties agree that the intent of the definition of “Initial Bonds” is to
incorporate promissory notes, notes or similar instruments.
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i The Parties agree that the intent of the definition “Secured Parties” is to
incorporate any other Person that becomes a Secured Party pursuant to the
Depositary Agreement, and any successors or assigns of any Secured Party.

J- The Parties agree that the capitalized term “Total Water Electricity Costs” shall
be interpreted to mean the sum of the Actual Water Electricity Consumption
Costs plus the Actual Water Fixed and Demand Based Electricity Costs.

2. Document Provisions.

a. The Parties agree that, in furtherance of the change of initial Contractor set forth
in CAM No. 1, all references in the Concession Agreement and the Schedules thereto to
“*American Water Operations & Maintenance Inc.” or “AWO&M” shall be deemed instead to
refer to “Veolia Water West Operating Services, Inc.” or “Contractor” as appropriate, all
references in the Concession Agreement and the Schedules thereto to “American Water
Resources, Inc. d/b/a American Water Resources Insurance Services” or “AWR” shall be
deemed instead to refer to “the provider of the service line insurance policies,” and aII
references in the Concessron Agreement and the Schedules thereto to AWR’s “LineSaver™
Insurance Policies” or “LineSaver™ Program” shall be deemed instead to refer to “service line
insurance program.

b. The Parties agree that, in furtherance of the change of initial Independent
Engineer set forth in CAM No. 1, all references in the Concession Agreement to “WS Atkins
International Limited” shall be deemed instead to refer to “Arup North America Ltd.”

C. The City, the Authority and the Concessionaire have determined, and hereby
clarify, that the intent of the Access Agreements is to grant the Concessionaire a nonexclusive
license to access the respective Utility Facilities and Utility Facilities Site and does not
constitute a lease, easement or other interest in real property.

d. The Parties have determined, and hereby clarify, that Section 2.1(f) and
Section 2.2(n) of the Concession Agreement require the Concessionaire and the Authority and
the City, respectively, to deliver an executed copy of the Joint Escrow Instructions on or before
the Effective Date.

e. The Parties have determined, and hereby clarify, that, given that the sixth
sentence of Section 3.6 allows the Parties to select an alternate value to book value of the
assets listed on Schedule A.7 and Schedule B.7 at the Effective Date, in order to make the
related provisions consistent with this provision of Section 3.6, all subsequent references in the
Concession Agreement to “book value” shall be deemed to refer to “book value (unless a book
value is not available or the Parties agree on an alternate value).” The Parties have determined
to use, for purposes of the Effective Date valuation, book value for rolling stock assets and
invoice value for the other assets listed on Schedule A.7 and Schedule B.7 and have agreed to
work in good faith to determine such agreed-upon values of such assets no later than
December 31, 2012,

f. The Parties have determined, and hereby clarify, that the Concessionaire is not a
party to the service line insurance program agreement and should not be listed as a party to
such agreement in section 3.8(d). The Parties have further determined, and hereby clarify, that
Concessionaire is satisfying its obligations under Section 3.8 by engaging Contractor to enter
into the agreement with the Authority and the City contemplated in Section 3.8(d).
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g. The Parties have determined, and hereby clarify, that clause (B) of Section
5.1(s)(iii) shall be interpreted to require the Parties to consult in good faith to resolve any
discrepancies within 10 days of the end of the referenced 15-day extension to the review
period.

h. The Parties have determined that the Wastewater Annual Budget attached
hereto as Annex A-1 satisfies the requirement of Section 5.1(s)(v).

i The City, the Authority and the Concessionaire have determined, and hereby
clarify, that, as of the date hereof, the Wastewater Facility User Fees established by the City
and the Authority on June 26, 2012, are expected to be adequate to satisfy the requirement of
Section 5.8(a)(iii) of the Concession Agreement, taking into account the funding of the
Wastewater Rate Stabilization Account with proceeds of the Initial Concessionaire Financing
and the planned draws from the Wastewater Rate Stabilization Account pursuant to Scheduie
E-3 of the Concession Agreement.

J- The Parties have determined, and hereby clarify, that the phrase “the Authority
has exercised all reasonable due diligence in seeking the issuance of such Governmental
Approvals” in the second sentence of Section 6.6(d) of the Concession Agreement should be
interpreted to read “the Concessionaire shall have exercised all reasonable due diligence in
performing its obligations hereunder relating to the issuance of such Governmental Approvals”.

k. The Parties have determined, and hereby clarify, that the first paragraph of
Article VIII should be interpreted so that the Wastewater Facility Improvement Cost is included
in the list that starts with the phrase “including without limitation” therein.

L The Parties have determined, and hereby clarify, that, for purposes of Section
8.3(a)(viii) of the Concession Agreement, the Concessionaire Charge also shall not apply to any
Capital Charges component of Compensation.

m. The City, the Authority and the Concessionaire have determined, and hereby
clarify, that, under Sections 8.13(a), 8.13(c), 8.14(a), 8.14(c), 14.13(a), 14.13(c), 14.14(a) and
14.14(c), payment by the Authority of an amount due to the Concessionaire under the
Wastewater Chemical Settlement Statement, the Wastewater Electricity Settlement Statement,
the Water Chemical Settlement Statement or the Water Electricity Settlement Statement, as
applicable, shall be made upon receipt of a Billing Statement of Concessionaire in the same
manner as payment of other Compensation under the Concession Agreement, and payment by
Concessionaire of an amount due to the Authority under the Wastewater Chemical Settlement
Statement, the Wastewater Electricity Settlement Statement, the Water Chemical Settlement
Statement or the Water Electricity Settlement Statement, as applicable, shall be made by or on
behalf of Concessionaire by a deposit of the requisite funds to the Master Revenue Account
under the Trust Agreement.

n. The Parties have determined, and hereby clarify, that clause (B) of
Section 11.1(p)(iii) shall be interpreted to require the Parties to consult in good faith to resolve
any discrepancies within 10 days of the end of the referenced 15-day extension to the review
period.

0. The Parties have determined that the Water Annual Budget attached hereto as
Annex A-2 satisfies the requirement of Section 11.1(p)(v).
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p. The Parties have determined, and hereby clarify, that the first sentence of
Section 11.4 should be interpreted to require Concessionaire to provide inspection, and those
operation, Maintenance, Repair and Replacement Services listed in Schedule B.3, with respect
to the City’s water mains, pump stations, wellhead pumps and casings, and related facilities
and equipment.

qg. The City, the Authority and the Concessionaire have determined, and hereby
clarify, that, as of the date hereof, the Water Facility User Fees established by the City and the
Authority on June 26, 2012, are expected to be adequate to satisfy the requirement of Section
11.6(a)(iii) of the Concession Agreement, taking into account the funding of the Water Rate
Stabilization Account with proceeds of the Initial Concessionaire Financing and the planned
draws from the Water Rate Stabilization Account pursuant to Schedule E-3 of the Concession
Agreement.

r. The Parties have determined, and hereby clarify, that the phrase “the Authority
has exercised all reasonable due diligence in seeking the issuance of such Governmental
Approvals” in the second sentence of Section 12.6(d) of the Concession Agreement should be
interpreted to read “the Concessionaire shall have exercised all reasonable due diligence in
performing its obligations hereunder relating to the issuance of such Governmental Approvals’.

S. The Parties have determined, and hereby clarify, that the first paragraph of
Article XIV should be interpreted so that the Water Facility Improvement Cost is included in the
list that starts with the phrase “including without limitation” therein.

t. The Parties have determined, and hereby clarify, that in the last sentence of
Section 14.2(d), the reference to “Section 8.7(a) or Section 8.7(a)” should be interpreted to
refer to “Section 14.7(a) or Section 14.7(b)".

u. The Parties have determined, and hereby clarify, that, for purposes of Section
14.3(a)(viii) of the Concession Agreement, the Concessionaire Charge also shall not apply to
any Capital Charges component of Compensation.

V. The Parties have determined, and hereby clarify, that, in order to make Section
14.10(b) correspond accurately to Section 8.10(b) (the corresponding wastewater provision),
the second sentence of Section 14.10(b) should be interpreted to also include the following
amounts in the sum to which the Water Routine R&R Component shall be reset: the Water
Additional R&R Adjustment plus the Concessionaire Charge with respect thereto.

Ww. The Parties have determined, and hereby clarify, that, in order to make Section
14.13(a) correspond accurately to Section 8.13(a) (the corresponding wastewater provision),
under the sub-heading “Step Three” of Section 14.13(a), “Annual Water Chemical Costs”
should be deemed to refer to “Annual Average Water Chemical Costs.”

X. The Parties have determined, and hereby clarify, that in the second sentence of
Section 14.14(a), “the total number of gallons of Specification Influent” should be deemed to
refer to “the total number of gallons of water.”

y. As a clarification of Section 21.1, it is the intent of the City, the Authority and the
Concessionaire that the insurance policies that are procured by Concessionaire or Contractor
as of the Effective Date shall be deemed to be adequate at the Effective Date, and, if
maintained, adequate throughout the term of the Concession Agreement, to comply with the
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applicable requirements of Section 21.1. Proof of insurance for each such policy is attached
hereto as Annex B.

z As a clarification of Section 21.3(a), it is the intent of the City, the Authority and
the Concessionaire that a performance and payment bond provided by the Contractor under
Section 21.3(a) may be payable to both the Authority and the Concessionaire. [n addition, the
Parties have determined, and hereby clarify, that the form of performance and payment bonds
attached hereto as Annexes C-1 through C-4 are acceptable to the City and the Authority to
satisfy the requirements of Sections 21.3(a) and (b), respectively.

aa. The Parties have determined, and hereby clarify, that all references to “Change
in Law” shall be deemed to refer to “Change of Law”.

bb. The Parties have determined, and hereby clarify, that all references to “Water
User Fees” shall be deemed to refer to “Water Facility User Fees”.

cc. The Parties have determined, and hereby clarify, that all references to
“Wastewater User Fees” shall be deemed to refer to “Wastewater Facility User Fees”.
dd. In Section 29.1, the notice address for the Concessionaire is updated as follows:
If to the Concessionaire:
Rialto Water Services, LLC
150 California St., Suite 600-A
San Francisco, CA 94111

3. Schedules to the Concession Agreement.

a. Schedule A.7 to the Agreement shall be deleted in its entirety and replaced with
Schedule A.7 attached hereto as Annex D-1.

b. The Parties have determined that Schedule A.12 to the Agreement was intended
to indicate that the Influent Quality and Quantity Specifications of the Maximum Monthly
Average Influent Flow shown in Table A12-1 would be the current capacity of the Wastewater
Treatment Plant. As such, the Influent Quality and Quantity Specifications of 8.55 mgd shown
in Table A12-1 were in error and are hereby clarified to be 10.7 mgd, which is the current
capacity of the Wastewater Treatment Plant.

C. Schedule B.7 to the Agreement shall be deleted in its entirety and replaced with
Schedule B.7 attached hereto as Annex D-2.

d. Schedule | to the Agreement shall be deleted in its entirety and replaced with
Schedule | attached hereto as Annex E.

e. The Parties have determined, and hereby clarify, that the following should be
added as Section K.3.4(c)(iv) to Schedule K: “customers who require their water meter to be
turned on or off in order to make repairs to onsite plumbing.”

f. Schedule Q to the Agreement shall be deleted in its entirety and replaced with
Schedule Q attached hereto as Annex F.
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g. Schedule T to the Agreement shall be deleted in its entirety and replaced with
Schedule T attached hereto as Annex G.

h. Schedule U to the Agreement shall be deleted in its entirety and replaced with
Schedule U attached hereto as Annex H.

4. Representations and Warranties.

a. The City and the Authority hereby represent, warrant and certify to the
Concessionaire that none of the clarifications to the Agreement effected hereby constitute a
change, alteration, revision or modification of the terms and conditions of the Agreement of the
type that is required to be made through a written amendment.

5. Miscellaneous.

a. This Memorandum supersedes any prior resolution, agreement or
understanding, written or oral, concerning the subject matter of this Memorandum (except for
CAM No. 1, which remains in full force and effect), and any such prior resolutions, agreements
and understandings hereby cease to have any force or effect and may not be used by any party
or admissible in any proceeding to construe, interpret or vary from the Agreement or this
Memorandum.

b. Except as specifically set forth herein and in CAM No. 1, the Agreement remains
unmodified and in full force and effect.

C. If any provision of this Memorandum is held by a court of competent jurisdiction
to be invalid, void or unenforceable, the remaining provisions shall nevertheless continue in full
force without being impaired or invalidated in any way. [f, however, the absence of the
eliminated provision is contrary to the initial intention of the parties hereto, the parties hereto
resolve to negotiate a mutually acceptable substitute provision.

d. This Memorandum is made with reference to, and shall be governed by and
construed in accordance with the laws of the State of California, without regard to conflict of
laws provisions.

e. This Memorandum may be executed in two or more counterparts, each of which

shall be deemed to be an original but all of which together shall constitute one and the same
instrument.

[Signature page follows.]
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IN WITNESS WHEREQF, the parties to this Memorandum, intending to be legally
bound, have executed this Memorandum as of the date first written above.

RIALTO WATER SERVICES, LLC

By: b
Name: Peter Luchetti
Its: President
I :
By, K
Nan(}e%eff Murphy
lts: Vice President

[SIGNATURE PAGE TO CONTRACT ADMINISTRATION MEMORANDUM NO. 2}



RIALTQ UTILITY AUTHOR}]

NVA »
By:g%"\;’{ O\ A

; e
Name: Michéel E. Story 5
its: Executive Director !

CITY OF RIALTO ;
By: 14 ha sa WMW?; (; 4
ULV T

Name: Marcus Fuller
its: Director of Public Works

APPROVED.AS TO FORM AND LEGALITY

By: et {
Name: \?}‘ﬁ W ey § h
LY
: I > . g §
Title: }i/w_xﬁéw@ﬁ ; g*-»‘i%‘bv‘wz; 2 £ % Gigovil L. L. f B

o

[SIGNATURE PAGE TO CONTRACT ADMINISTRATION MEMORANDUM NO. 2]



ANNEX A-1

WASTEWATER ANNUAL BUDGET

[See attached.]
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Consolidated Budget (Excluding Escalation) for FY from November 30, 2012 to June 30, 2012

Line Retained RUA Expenses - Wastewater CY2012 CY2013 Total FY
1 RUA Contract Payments to GF 26,044 183,125 209,169
2 Electricity
3 860 Fund 88,650 456,564 545,214
4 Natural Gas, 660 Fund 1,000 11,407 12,407
5 Fuel Cell Maintenance 24,978 140,500 165,478
6 Biosolids 52,089 293,000 345,089
7 Liability Insurance
8 660 Fund 12,711 71,500 84,211
9 660 Fund 178 1,000 1,178
10 660 Fund 267 1,500 1,767
1 into RUA Fund Balance 12,711 71,500 84,211
12 680 Fund 356 2,000 2,356
13 680 Fund WW & W Admin 13,956 78,500 92,456
14 Building Maintenance
15 680 Fund 711 4,000 4711
16 Information Tech Services
17 660 Fund 267 1,500 1,767
18 680 Fund 444 2,500 2,944
19
20
21
22
23 Total Authority Expenses, Wastewater 234,361 1,318,596 1,552,957
24
25 RWS CIP Insurance 2,489 14,002 16,492
26 RWS insurance O&M 57,393 322,837 380,231
27 RWS Insurance Earthquake 18,148 102,084 120,232
28 RWS insurance Earthquake Bl 2,388 13,432 15,820
29 independent Engineer 7111 40,000 47111
30 Allowance for Maint >$250 15,556 87,500 103,056
31 Total Reimbursable Payments, Wastewater 103,085 579,856 682,941
32
33 Total RUA Retained Expenses, Wastewater 337,447 1,898,452 2,235,898
34
35 Service Fees - Fixed Component 173,165 983,795 1,156,961
36 Service Fees - Routine R&R Component 17,778 101,000 118,778
37 Service Fees - Chemical Component 64,240 364,966 429,206
38 Service Fees - Labor Component 235,803 1,339,656 1,575,459
39 Total Service Fees, Wastewater 490,987 2,789,417 3,280,404
40
41 Operating Repair & Replacement, Wastewater 22,222 125,000 147,222
42
43 Capital Charges, Wastewater 1,133,333 6,375,000 7,508,333
44
45 RUA Reserve Fund Deposits (Withdrawals), Wastewater 0 6,887 6,887
46
47 RUA Free Cash, Wastewater 339,148 1,027,485 1,366,634
48
49 TOTAL CONSOLIDATED BUDGET, Wastewater 2,323,137 12,222,242 14,398,157




ANNEX A-2

WATER ANNUAL BUDGET

[See attached.]
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Consolidated Budget (Excluding Escalation) for FY from November 30, 2012 to June 30, 2012

Line  Retained RUA Expenses - Water CY2012 CY2013 Total FY
1 RUA Contract Payments to GF 26,044 183,125 209,169
2 Water Purchases
3 Baseline Feeder 89,778 505,000 594,778
4 West Valley WD 20,267 114,000 134,267
5 Electricity
6 670 Fund 85,298 479,800 565,098
7 Pavement Restoration
8 Materials 889 5,000 5,889
9 Labor 1,778 10,000 11,778
10 Liability Insurance
11 670 Fund 2,905 16,340 19,245
12 Into RUA Fund Balance 2,905 16,340 19,245
13 680 Fund 356 2,000 2,356
14 680 Fund WW & W Admin 13,956 78,500 92,456
15 Fleet
16 670 Fund 1,511 8,500 10,011
17 Building Maintenance
18 680 Fund 711 4,000 4711
18 Information Tech Services
20 670 Fund 356 2,000 2,356
21 680 Fund 444 2,500 2,944
22 Perchlorate Treatment 40,000 225,000 265,000
23 Total Authority Expenses, Water 287,196 1,652,105 1,939,301
24
25 RWS CIP Insurance 1,150 6,469 7,619
26 RWS insurance O&M 50,284 282,848 333,132
27 RWS Insurance Earthquake 14,849 83,523 98,372
28 RWS Insurance Earthquake Bl 1,954 10,990 12,944
29 Independent Engineer 7,111 40,000 47,111
30 Allowance for Maint >$250 5,067 28,500 33,567
3 Total Reimbursable Payments, Water 80,414 452,330 532,744
32
33 Total RUA Retained Expenses, Water 367,611 2,104,435 2,472,045
34
35 Service Fees - Fixed Component 179,706 1,020,954 1,200,660
36 Service Fees - Routine R&R Component 17,778 101,000 118,778
37 Service Fees - Chemical Component 5,553 31,547 37,100
38 Service Fees - Labor Component 220,380 1,252,037 1,472,417
39 Total Service Fees, Water 423,417 2,405,537 2,828,954
40
4 Operating Repair & Replacement, Water 22222 125,000 147,222
42
43 Capitai Charges, Water 257,778 1,450,000 1,707,778
44
45 RUA Reserve Fund Deposits (Withdrawals), Water 0 14,904 14,904
46
47 RUA Free Cash, Water 213,083 421,184 634,267
48

49 TOTAL CONSOLIDATED BUDGET, Water 1,284,110 6,521,060 7,657,948




ANNEX B

EVIDENCE OF INSURANCE AS OF EFFECTIVE DATE

[See attached.]
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ANNEX C-1

O&M PERFORMANCE BOND

[See attached.]
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PERFORMANCE BOND
OPERATIONS & MAINTENANCE SUBCONTRACT

Bond No. 91-56-29

KNOW ALL MEN BY THESE PRESENTS:

That we, Veolia Water West Operating Services, Inc. (“Principal”), a corporation, duly organized under
the laws of the State of Delaware, having its principal place of business in the State of California and
American Home Assurance Company, a corporation duly organized under the laws of the State of New
York, having its principal place of business in the State of New York and authorized to do business in the
State of California (“Surety™), held firmly bound unto Rialto Water Services, LLC, a Limited Liability
Company, duly organized under the laws of the State of Delaware ("RWS, LLC"), Rialto Utility
Authority, a California joint powers authority, ("Authority"), and Union Bank, N.A. (“Collateral Agent”)
each as Obligee, and together as Co-Obligees in the sum of Nine Million Six Hundred Seventeen
Thousand Two Hundred Sixty Dollars and no cents ($9,617,260), the sum being not less than 100% of to
the anticipated Wastewater Service Fee and the anticipated Water Service Fee for a 1 year period (as
reasonably approved by Concessionaire and the Authority), escalated annually in a manner consistent
with the annual adjustment of the Wastewater Service Fee and the Water Service Fee, for the payment of
which sum well and truly to be made, we bind ourselves, our heirs, executors, administrators, successors,
and assigns, jointly and severally, firmly by these presents.

WHEREAS, the Principal entered into an Operations and Maintenance Subcontract with RWS, LLC,
dated November 29, 2012 ("O&M Subcontract"), which is incorporated by reference herein and is made
a part hereof as though fully set forth herein. Any term not defined in this Performance Bond has the
meaning as defined and used in the O&M Subcontract.

The liability of the Principal and Surety under this bond is limited to the performance of the contract for
the term 11/27/12 to 11/27/13. The dates covered by this bond may be extended for annual periods, all
such extensions to be evidenced by a continuation certificate or by a new bond, duly executed by an
authorized representative of the Surety and Principal. However, in no event will the Surety be held liable
under this bond for its failure to provide extension certificates and/or additional bonds for any subsequent
period.

The liability of the Surety shall not be cumulative from year to year, regardless of the original term of the
contract, or number of extensions thereto.

THE CONDITIONS OF THIS OBLIGATION ARE such that, if the Principal or its heirs, successors or
assigns shall well and truly perform and fulfill all the undertakings, covenants, terms, conditions, and
agreements of the O&M Subcontract with respect to the operation and maintenance portion of the
Services including any amendments to the O&M Subcontract throughout the Term of the O&M
Subcontract, and during the life of any warranty or guarantee period required under the O&M Subcontract
with respect to materials, equipment and workmanship in connection with operation and maintenance
including any Operating Repair, Repair, Repair Event, or Replacement; and will indemnify and save
harmless the Co-Obligees and each of them, their respective board of directors, officers and agents as
stipulated in the O&M Subcontract, then this obligation shall be void; otherwise this obligation shall
remain in full force and effect.

Whenever Principal will be, and is declared by RWS, LLC to be, in default under the O&M Subcontract,
the Surety will remedy the default pursuant to the O&M Subcontract, or will promptly do one of the
following, at the Co-Obligees' option:

O&M Performance Bond Page 1 of 16
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M Undertake through its agents or independent contractors, reasonably acceptable to the Co-
Obligees, to complete the operation and maintenance services pursuant to the O&M
Subcontract in accordance with all of its terms and conditions; or

2) Permit RWS, LLC to complete the operation and maintenance services required under the
O&M Subcontract in any manner consistent with California law and reimburse RWS,
LLC for all costs it incurs in completing the O&M Subcontract, and in correcting,
repairing, remedying or replacing any deficiencies in performance or in materials,
equipment or workmanship.

Surety expressly agrees that the Co-Obligees may reject any contractor or subcontractor which may be
proposed by Surety in fulfillment of its obligations in the event of default by the Principal.

Surety will not utilize Principal in completing the O&M Subcontract if RWS, LLC, when declaring the
Principal in default, notifies Surety of the Co-Obligees' objection to Principal’s further participation in the
completion of the operation and maintenance services.

No right of action will accrue on this bond to or for the use of any person or corporation other than the
Co-Obligees or their respective successors or assigns.

If a suit is brought upon this bond by any Obligee or all Co-Obligees, Surety will pay reasonable
attorney’s fees and costs incurred by the Obligee or Co-Obligees in the suit.

IN WITNESS thereof, the above-bounded parties have executed this instrument under their several seals
this 27" day of November, 2012, the name and corporate seal of each corporate party being hereto affixed
and these presents duly signed by each party's undersigned representative, pursuant to authority of its
governing body.

Principal Surety:

Veolia Water West Operating Services, Inc. American Home Assurance Company
By: By:

Francis Ferrara, VP & Deputy General Counsel [rene Lau, Attorney-In-Fact

The rate of premium of this bond is $7.00 per thousand.

Total amount of premium charged is $67,321.00 per annum.
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THIS IS A REQUIRED FORM

Any claims under this bond may be addressed to:

{(Name and Address of Surety)

(Name and Address of Agent or
Representative for service of
process in California, if different

from above)

(Telephone number of Surety and
Agent or Representative for service
of process in California

O&M Performance Bond
Schedule R.10

American Home Assurance Company
180 Maiden Lane, 40" Floor

New York, NY 10038

Marsh Risk and Insurance Services

4695 McArthur Court, 7" Floor

Newport Beach, CA 92660

949-399-5934

Page 3 of 16

47893226



State of California )
) ss.
County of Orange

On November 28, 2012 before me, (here insert name and title of the notary), personally appeared
Irene Lau, personally known to me (or proved to me on the basis of satisfactory evidence) to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

WITNESS my hand and official seal.

Signature (Seal)
Kathy R. Mair, Notary Public

NOTE: A copy of the Power-of-Attorney to local representatives of the bonding company must
be attached hereto.
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ANNEX C-2

O&M PAYMENT BOND

[See attached.]
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OPERATIONS AND MAINTENANCE PAYMENT BOND

Bond No. 91-56-29
Premium Included

KNOW ALL MEN BY THESE PRESENTS, that Veolia Water West Operating Services, Inc.,
hereinafter called the Principal, and American Home Assurance Company a corporation duly organized
under the laws of the State of New York, having its principal place of business at 180 Maiden Lane, 40th
Floor, New York, NY 10038, and authorized to do business in the State of California, hereinafter called
the Surety, are held and firmly bound unto Rialto Water Services, LLC, a Delaware limited liability
company ("RWS, LLC"), Rialto Utility Authority, a California joint powers authority (" Authority"), and
Union Bank, N.A. (“Collateral Agent”) each as Obligee and together as Co-Obligees, Nine Million Six
Hundred Seventeen Thousand Two Hundred Sixty Dollars and no cents ($9,617,260), the sum being not
less than 100% of to the anticipated Wastewater Service Fee and the anticipated Water Service Fee fora |
year period (as reasonably approved by Concessionaire and the Authority), escalated annually in a
manner consistent with the annual adjustment of the Wastewater Service Fee and the Water Service Fee,
for the payment of which, well and truly to be made, we bind ourselves, our heirs, executors,
administrators and successors, jointly and severally, firmly by these presents.

THE CONDITION OF THIS OBLIGATION IS SUCH THAT:

WHEREAS, the Principal has entered into an Operations and Maintenance Subcontract ("O&M
Subcontract™) on November 29, 2012 with RWS, LL.C as Concessionaire under the Concession
Agreement between RWS, LLC, Authority and the City of Rialto, which O&M Subcontract is
incorporated herein as if set out in full. Any term not defined in this Payment Bond has the meaning set
forth in the O&M Subcontract; and

The liability of the Principal and Surety under this bond is limited to the performance of the contract for
the term 11/27/12 to 11/27/13. The dates covered by this bond may be extended for annual periods, all
such extensions to be evidenced by a continuation certificate or by a new bond, duly executed by an
authorized representative of the Surety and Principal. However, in no event will the Surety be held liable
under this bond for its failure to provide extension certificates and/or additional bonds for any subsequent
period.

The liability of the Surety shall not be cumulative from year to year, regardless of the original term of the
contract, or number of extensions thereto.

WHEREAS, the O&M Subcontract requires that the Principal procure a payment bond to secure payment
for labor, materials, services and equipment of any subcontractors, vendors, laborers, materialmen
engaged by Principal to perform the operation and maintenance services under the O&M Subcontract
including any Operating Repair, Repair, Repair Event or Replacement as defined under the O&M
Subcontract. For reason of doubt, operation and maintenance services include all Services under the
O&M Subcontract except that portion of services related specifically to design and construction of a
Utility Facilities Improvement or approved Capital Project as further defined in the Final Work
Authorization to the O&M Subcontract.

NOW, THEREFORE, if said Principal or any of its subcontractors fails to pay any subcontractors,
vendors, laborers or materialmen engaged to perform all or a portion of the operation and maintenance
services under the O&M Subcontract, the Surety will pay for the same, in an amount not exceeding the
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sum specified in this bond, and also will pay, in case suit is brought upon this bond, a reasonable
attorney’s fee, to be fixed by the court.

This bond will inure to the benefit of any subcontractor, vendor, laborer, materialman engaged to perform
all or a portion of the operation and maintenance services required under the O&M Subcontract
throughout the term so as to give a right of action to such persons or their assigns in any suit brought upon

this bond.

The Surety, for value received, hereby agrees that no change, alteration or addition to the terms of the
O&M Subcontract incorporated herein will impair or affect its obligations and its bond. The Surety
waives notice of any such change, alteration or addition.

IN WITNESS WHEREOF the above-bound parties have executed this instrument this 27" day of
November, 2012 the name and corporate seal of each corporate party being hereto affixed and these
presents duly signed by its undersigned representatives, pursuant to authority of its governing body.

Principal

Veolia Water West Operating Services, Inc..

BY:

Francis Ferrara, VP & Deputy General Counsel

Surety

American Home Assurance Company

BY:

Irene Lau, Attorney-in-Fact

Note: Signature of person executing for Surety must be notarized and evidence of corporate authority
attached.
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State of California )
) ss.

County of Orange )

On November 28, 2012 before me, (here insert name and title of the notary), personally appeared Irene
Lau, personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s)
whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they
executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature (Seal)
Kathy R. Mair, Notary Public

NOTE: A copy of the Power-of-Attorney to local representatives of the bonding company must be
attached hereto.
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ANNEX C-3

CONSTRUCTION PERFORMANCE BOND

[See attached.]
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PERFORMANCE BOND FOR CONSTRUCTION OF

UTILITY FACILITY IMPROVEMENTS OR CAPITAL PROJECTS

Bond No.

KNOW ALL MEN BY THESE PRESENTS that we, Veolia Water West Operating Services, Inc.
(“Principal™), a corporation, duly organized under the laws of the State of Delaware, having its principal
place of business in the State of California and [name of surety], a corporation duly organized under the
laws of the State of , having its principal place of business in the State of and authorized
to do business in the State of California (“Surety”), held firmly bound unto Rialto Water Services, LLC, a
Limited Liability Company, duly organized under the laws of the State of Delaware ("RWS, LLC"),
Rialto Utility Authority, a California joint powers authority, ("Authority"), and Union Bank, N.A.
(“Collateral Agent™) each as Obligee, and together as Co-Obligees in the sum of [ ]
Dollars and no cents ($ ), the sum being not less than 100% of the total amount of the
construction work (“Work”) for the payment of which sum well and truly to be made, we bind ourselves,
our heirs, executors, administrators, successors, and assigns, jointly and severally, firmly by these
presents.

WHEREAS, the Principal entered into an Operations and Maintenance Subcontract with RWS, LLC,
dated ("O&M Subcontract") that requires performance of Utility Facilities Improvements or
Capital Projects pursuant to a Final Work Authorization as defined under the O&M Subcontract. The
“Contract Documents” as defined in Schedule R-2 of the O&M Subcontract and the Final Work
Authorization ("FWA") dated , and any subsequently executed modifications and/or change
orders, are incorporated by reference herein and are made a part hereof as though fully set forth and
describe the extent of the Project. Any term not defined in this Performance Bond has the meaning as
defined and used in the O&M Subcontract, Final Work Authorization and Schedule R-2.

THE CONDITIONS OF THIS OBLIGATION ARE such that, if the Principal or its heirs, successors or
assigns shall well and truly perform and fulfill all the undertakings, covenants, terms, conditions, and
agreements of the O&M Subcontract as respects Utility Facilities Improvements and approved Capital
Projects and the FWA including any alteration made in the construction work as provided in amendments
to the FWA during the original term of the FWA, and any extensions that may be granted by RWS, LLC
with or without notice to the Surety, and during the life of any warranty or guarantee period required
under the O&M Subcontract or FWA with respect to materials, equipment and workmanship; and will
indemnify and save harmless the Co-Obligees, and each of them, their respective board of directors,
officers and agents as stipulated in the Contract Documents, then this obligation shall be void; otherwise
this obligation shall remain in full force and effect.

Whenever Principal will be, and is declared by RWS, LLC to be, in default under the FWA, the Surety
will remedy the default pursuant to the Contract Documents, or will promptly do one of the following, at
the Co-Obligees' option:

) Undertake through its agents or independent contractors, reasonably acceptable to the Co-
Obligees, to complete the project in accordance with all terms and conditions in the
Contract Documents, including without limitation, all obligations with respect to
payments, warranties, guarantees, and liquidated damages; or

(2) Permit RWS, LLC to complete the project in any manner consistent with California law
and reimburse RWS, LLC for all costs it incurs in completing the project, and in
Construction Performance Bond Page 8 of 16
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correcting, repairing or replacing any defects in materials, equipment or workmanship,
which do not conform to the Contract Documents.

Surety expressly agrees that the Co-Obligees may reject any contractor or subcontractor which may be
proposed by Surety in fulfillment of its obligations in the event of default by the Principal.

Surety will not utilize Principal in completing the project or accept a bid from Principal for completion of
the project if RWS, LLC, when declaring the Principal in default, notifies Surety of the Co-Obligees’
objection to Principal’s further participation in the completion of the project.

No right of action will accrue on this bond to or for the use of any person or corporation other than the
Co-Obligees or their respective successors or assigns.

If a suit is brought upon this bond by any Obligee or all Co-Obligees, Surety will pay reasonable

attorney’s fees and costs incurred by the Obligee or Co-Obligees in the suit.

IN WITNESS thereof, the above-bounded parties have executed this instrument under their several seals
this __day of , 20_, the name and corporate seal of each corporate party being hereto affixed
and these presents duly signed by each party's undersigned representative, pursuant to authority of its
governing body.

Principal Surety:
Veolia Water West Operating Services, Inc. [Name of Surety]
By: By:
[Name, title]. [Name], Attorney-In-Fact
The rate of premium of this bond is $ per million.

Total amount of premium charged is §

Construction Performance Bond Page 9 of 16
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THIS IS A REQUIRED FORM

Any claims under this bond may be addressed to:

(Name and Address of Surety)

(Name and Address of Agent or

Representative for service of

process in California, if different

from above)

(Telephone number of Surety and

Agent or Representative for service
of process in California

Construction Performance Bond
Schedule R.10
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State of California )

) ss.
County of )
On before me, (here insert name and title of the notary), personally

appeared

, personally known to
me (or proved to me on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature (Seal)

NOTE: A copy of the Power-of-Attorney to local representatives of the bonding company must
be attached hereto.
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CONSTRUCTION PAYMENT BOND

[See attached.]
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PAYMENT BOND FOR CONSTRUCTION OF

UTILITY FACILITY IMPROVEMENTS OR CAPITAL PROJECTS

Bond No.

KNOW ALL MEN BY THESE PRESENTS:

That we, Veolia Water West Operating Services, Inc. (“Principal”), a corporation, duly organized under
the laws of the State of Delaware, having its principal place of business in the State of California and
[name of surety], a corporation duly organized under the laws of the State of , having its
principal place of business in the State of and authorized to do business in the State of California
(“Surety™), are held firmly bound unto Rialto Water Services, LLC, a Delaware limited liability company
("RWS, LLC™), Rialto Utility Authority, a California joint powers authority ("Authority"), and Union
Bank N.A. (“Collateral Agent”) each as Obligees and together as Co-Obligees in an amount not to exceed
[ ] Dollars and no cents (§ ), for the payment whereof the Principal
and the Surety bind themselves, their heirs, executors, administrators, successors and assigns, jointly and
severally, firmly by these presents.

WHEREAS, the Principal entered into an Operations and Maintenance Subcontract with RWS, LLC,
dated ("O&M Subcontract") that requires performance of Utility Facilities Improvements or
Capital Projects pursuant to a Final Work Authorization as defined under the O&M Subcontract. The
“Contract Documents” as defined in Schedule R-2 of the O&M Subcontract and the Final Work
Authorization ("FWA") dated , and any subsequently executed modifications and/or change
orders, are incorporated by reference herein and are made a part hereof as though fully set forth and
describe the extent of the Project. The Surety, for value received, agrees that no change, extension of
time, alteration or addition to the terms of the Contract Documents or FWA or to the work of
improvement will impair of effect its obligations under the bond and any changes that increase the
Contract Price will also increase the penal sum stated above. The Surety waives notice of any authorized
change, extension of time, alteration or addition to the Contract Documents. Any term not defined in this
Performance Bond has the meaning set forth in the O&M Subcontract, Final Work Authorization, and
Schedule R-2.

NOW, THEREFORE, if said PRINCIPAL or any of its subcontractors fails to pay any of the persons
named in Section 8004 of the Civil Code ("Claimants"), or amounts due under the Unemployment
Insurance Code with respect to construction work or labor performed under the Contract Documents, or
any amounts required to be deducted, withheld and paid over to the Employment Development
Department from the wages of employees of Principal and its subcontractors pursuant to Section 13020 of
the Unemployment Insurance Code with respect to construction work and labor, the Surety will pay for
the same, in an amount not exceeding the sum specified in this bond, and also will pay, in case suit is
brought upon this bond, a reasonable attorney’s fee, to be fixed by the court.

THE CONDITION OF THIS OBLIGATION IS SUCH, that if the Principal shall pay in full the claims of
all Claimants, including all amounts due under the Unemployment Insurance Code with respect to
construction work or labor performed under the Contract Documents, or any amounts required to be
deducted, withheld and paid over to the Employment Development Department from the wages of
employees of Principal and its subcontractors pursuant to Section 13020 of the Unemployment Insurance
Code with respect to construction work and labor, then this obligation shall be null and void; otherwise
the obligations will remain in full force and effect.
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THIS BOND IS EXECUTED FOR THE PURPOSE of complying with the laws of the State of California
as contained in Part 6, (“Works of Improvement™) of the Civil Code, and all acts amendatory or
explanatory thereof, and this bond shall enure to the benefit of any and all Claimants so as to give such
person a right of action to recover upon this bond in any suit brought under Part 6, Title 2, Chapter 6
(“Payment Bond™) or Part 6, Title 3, Chapter 5 ("Payment Bond") of the Civil Code.

PROVIDED, HOWEVER:

1. No right of action shall accrue hereunder to or for the use of any person except Claimants as
defined in California Civil Code section 8004. Surety will pay an amount not exceeding the sum
specified in the bond, inclusive of any executed change orders, and will also pay reasonable attorney’s fee
if a suit is brought.

2. No action to recover on this bond shall be sustained unless the action is timely commenced and
notice properly given in accordance with the applicable statutory provisions provided contained in Part 6
of the California Civil Code, commencing with section 8000.

Notice to the Surety may be addressed to any “Attorney of Fact” identified on the power of attorney for
Surety and served upon it at:

3. That Principal and Surety shall not be liable to the Co-Obligees or any of them unless the Co-
Obligees have made payment to the Principal for all undisputed work performed under the Contract.

4. The Principal and Surety shall not be liable to all of the Co-Obligees or any of them in the
aggregate in excess of the penal sum stated above plus subsequently executed change orders that increase
the Contract Price thereby increasing the penal sum. Any payment by Surety to any Claimant shall
reduce the penal sum of this bond by the amount of such payment.

Signed, sealed and dated this day of ,20
Veolia Water West Operating Services, Inc.
(Principal) (Surety)
By: By:
(SEAL)
Name:
Name:
Title:
Title: [name], Attorney-in Fact
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State of California )

) ss.
County of )
On before me, (here insert name and title of the notary), personally

appeared

, personally known to me (or proved to me on the
basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the within instrument
and acknowledged to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that
by his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)
acted, executed the instrument.

WITNESS my hand and official seal.

Signature (Seal)

NOTE: A copy of the Power-of-Attorney to local representatives of the bonding company must be
attached hereto.
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ANNEX D-1

SCHEDULE A.7

[See attached.]
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Concession Agreement
Rialto Wastewater Facility and Water Facility

Schedule A.7 — Asset Inventory (Wastewater)

SCHEDULE A.7

ASSET INVENTORY (WASTEWATER)

Upon the occurrence of the Effective Date, the Concessionaire will exercise its rights

under the Concession Agreement to cause the Authority to transfer ownership to the Contractor
the following vehicles and other mobile equipment, spare parts, chemicals and other materials
that are used for the operation of the Wastewater Facility, as listed below in Table A7-1 and in
accordance with Section 3.6 of the Agreement.

Table A7-1: Inventory of Wastewater Facility Assets

Rolling Stock Inventory

Unit Year Make Model VIN License
S002 | 1982 John Deere 444-C LOADER SN444CD405653DW E764346
S003 | 1990 CASE 480 LOADER JJG0005106 N/A
S004 | 1990 GMC DUMP TRUCK 1GDT7D4Y2LV503919 E200508
S005 | 1991 CHEVROLET 3500 P.U. 1GBJC34K7ME137992 E331378
S006 | 1997 | INTERNATIONAL VACTOR THTGCADTZVH474348 | E496900
S007 | 1999 GMC 3500 SAVANNA VAN 1GTHG39R6X 1132203 E989476
S008 | 2005 FORD F550 4DR DUALLY 1FDAW56P96EB00240 | E1214530
S009 | 2000 | CHEVROLET S-10 1GCDT19W2Y818395 E989475
S010 | 1991 CHEVROLET CHEYENNE 1500 1GCDC14H1MZ135875 | E3331376
S1005 | 1990 ZIEMAN TRAILER 1ZCT13015LYW50863 £910020
S1007 | 1994 ITT MARLON PUMP 14793-R-10-RL N/A
$1008 | 1995 SECCA JET TRAILER 156423 N/A
S1009 | 1993 INGLS RAND AIR COMP SPMBL 237056UGD328 SE423241
S1010 | 1996 | CATERPILLAR FORKLIFT 31A-02371 N/A
S1011 | 2005 CARRIER TRAILER 150KU21225C381520 E1218715
$1012 | 2000 | BROWN BEAR PUMP SC-2BB-001 N/A
AQM1 | 2002 GEM E825 5ASAK27482F022780 E1152631
AQM?2 | 2002 GEM E825 5ASAK27472F022849 E1152632
AQM4 | 2002 GEM E825 5ASAG47462F024234 E1152629
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